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• Slides, handouts, and forms available in Resources Panel

• Enter questions in Q&A Panel

• If question not addressed during webinar, will follow-up via e-mail 

• Enlarge, rearrange, or close panels as you prefer

• For technical difficulties, try refreshing browser first

Housekeeping
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1. What Are Site-Neutral Payments?

2. Why Worry Now?

3. Why Different Rates for Different Locations?

4. What Proposals Are Under Consideration?

5. Now What?

Today’s Agenda



Page 4

1. What Are Site-Neutral Payments? 
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• Same payment for same services regardless of site of service subject to patient 
safety and quality safeguards

• Furthering the distance between provider’s cost of furnishing a service and reimbursement for 
that service

• Examples 

• Hospital inpatient-only list, list of covered ambulatory surgical center (ASC) services

• Hospital outpatient department (HOPD) vs. ASC vs. freestanding physician clinic

• Unified payment rate for post-acute care (home health, skilled nursing facility, inpatient 
rehabilitation facility, long-term care hospital)

• SNF vs. critical access hospital (CAH) swing bed

• Geographic adjustments

Site Neutral Payments
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1. How does one define patient safety and 
quality safeguards?

2. How does one preserve access to care?  

• Force providers to enhance efficiency, cut costs

• Provider will furnish service at a loss so long as it 
can shift costs elsewhere, but what if there’s 
nowhere left to shift?

3. How does one dismantle existing payment 
methodologies without knocking the 
whole system down?

Policy Challenges  
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2. Why Worry Now?
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• $4.5T in tax cuts 

• Instructions to several committees that equal at least $1.5 trillion in cuts to 
mandatory spending 

• $880B cuts to Energy & Commerce (Medicaid), $230B cuts to Agriculture (SNAP)

• Committees must submit legislation to House Budget Committee by March 27 

• Mandate to find another $500 billion in spending reductions without specific 
committee instructions

• Any shortfall results in corresponding reduction in tax cuts (e.g., if only $1.7B in cuts, 
tax cuts reduced to $4.2T); any excess results in corresponding increase in tax cuts 
(e.g., if $2.3B in cuts, tax cuts increased to $4.8T)

House Budget Resolution
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Senate Budget Resolution 

• $342B in new funding over four years divided between border security and 
national defense 

• Committees charged with drafting implementing bill to determine funding 
source (spending cuts)

• Defer tax cut reauthorization to later time 
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https://budget.house.gov/imo/media/doc/reverse_the_curse_budget_blueprint_fy25-341.pdf

https://budget.house.gov/imo/media/doc/reverse_the_curse_budget_blueprint_fy25-341.pdf
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• Social Security benefits off the table

• Medicare benefits off the table 

• But not payments to providers

• Top of the list: site neutral payment reforms ($146B)

• Other options

• Reduce 340B drug payments ($15.4B to $73.5B)

• Reduce/eliminate bad debt coverage ($16.7B to $54.1B)

• Consolidate/reduce GME payments ($94B to $103B)

• Reform UCC payments ($229B)

• Wage index geographic integrity ($10B)

• Eliminate hospital dual classification ($10B)

• Reform Medicare physician payments ($10B)

What Mandatory Spending Will Be Cut?

FY2023 Mandatory Spending

https://www.cbo.gov/publication/59728https://www.hfma.org/wp-content/uploads/2025/01/senate-finance-committee_budget-cuts-menu.pdf

https://www.cbo.gov/publication/59728
https://www.hfma.org/wp-content/uploads/2025/01/senate-finance-committee_budget-cuts-menu.pdf


Page 12

3. Why Different Rates for Different Locations?
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Hospital Outpatient Prospective Payment System (OPPS)

https://www.medpac.gov/wp-content/uploads/2024/10/MedPAC_Payment_Basics_24_OPD_FINAL_SEC.pdf

https://www.medpac.gov/wp-content/uploads/2024/10/MedPAC_Payment_Basics_24_OPD_FINAL_SEC.pdf
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• Base rate intended to represent national average cost for average Medicare case

• Prior to OPPS implementation in 2000, hospitals paid lesser of costs (based on cost report) or 
charges (beneficiary coinsurance = 20% of charges)

• Based on 1999 Medicare Part B amounts payable plus patient coinsurance, trended 
forward by annual update factor

• 60% subject to hospital wage index adjustment

• Annual update based on hospital market basket index minus multifactor productivity adjustment

Conversion Factor
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• Freestanding physician clinic reimbursement
• Paid under MPFS at non-facility rate (work RVUs + practice expense RVUs + malpractice expense RVUs)

• HOPD reimbursement 
• Hospital paid under OPPS if HCPCS code cross-walked to APC

• Listed in Addendum B to annual OPPS Final Rule 

• Not all CPT/HCPCS are cross-walked to APC

• Status indicators prevent duplicative payment 

• Practitioner paid separately for professional services furnished in HOPD under MPFS at facility rate (lower 
practice expense RVUs)

• If HCPCS cross-walked to APC, HOPD reimbursement higher than clinic reimbursement 

• However, APC pays for bundle of services, while clinic may bill for multiple codes

• ASC reimbursement
• Limited to procedures on ASC list 

• ASC receives approximately 60% of OPPS rate

• Practitioner paid separately for professional services furnished in ASC under MPFS at facility rate 

Same Service, Different Medicare Reimbursement

NOTE:  Lab services paid on separate fee schedule regardless of site of service; mammography and therapies (PT, OT, speech therapy) 

furnished in HOPD reimbursed on MPFS.
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• “Drives hospital acquisition of physician practices, which in turn drives up commercial rates”

• Hospital ownership of physician practices increased from 24.3% in 2019 to 28.4% in 2024

• Corporate ownership of physician practices (e.g., insurance companies, private equity) increased from 14.6% 
in 2019 to 30.1% in 2024

• “Results in higher out-of-pocket costs for Medicare beneficiaries”

• 89% of traditional Medicare beneficiaries have some form of additional coverage (Medigap (42%), employer 
or union-sponsored retiree health benefits (31%), or Medicaid (16%))

• “Providers need incentives to improve efficiency by caring for patients in lowest-cost site 
appropriate for condition” 

• Providers still must comply with applicable regulatory requirements (emergency care and standby capacity)

What Critics Are Saying 

https://www.physiciansadvocacyinstitute.org/PAI-Research/PAI-Avalere-Study-on-Physician-Employment-Practice-Ownership-Trends-2019-2023

https://www.kff.org/medicare/issue-brief/a-snapshot-of-sources-of-coverage-among-medicare-beneficiaries/

https://www.physiciansadvocacyinstitute.org/PAI-Research/PAI-Avalere-Study-on-Physician-Employment-Practice-Ownership-Trends-2019-2023
https://www.kff.org/medicare/issue-brief/a-snapshot-of-sources-of-coverage-among-medicare-beneficiaries/
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• Since 2020, only on-campus HOPDs receive full facility fee associated with 
evaluation and management (E/M) services (APC 5012)

• Grandfathered off-campus HOPDs continue to receive full facility fee except for E/M 
services 

• Off-campus HOPDs in existence as of November 2, 2015, and dedicated emergency departments 

• 21st Century Cures Act also provided mid-build exception

• Grandfathered status extends to expanded operations in existing HOPD

• Non-grandfathered off-campus HOPDs reimbursed at equivalent of freestanding 
physician clinic rates (calculated as 40% of OPPS rate)

• But new on-campus HOPDs reimbursed under OPPS

Existing Site Neutrality Provisions
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4. What Proposals Are Under Consideration? 
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• Reduce Medicare reimbursement for drug administration and/or imaging services 
provided in off-campus HOPDs to equivalent of MPFS reimbursement (~40% of OPPS 
rate)

• No exception for grandfathered off-campus HOPDs (similar to E/M services)

• Will hospitals eliminate service at off-campus HOPDs, thus forcing patients to navigate main 
hospital campus? 

•  Should policy be extended to on-campus HOPDs? 

https://www.cbo.gov/system/files/2024-12/60557-budget-options.pdf

Drug Administration and Imaging Services
($5.6 and $7.6B over 10 years, respectively)

https://www.cbo.gov/system/files/2024-12/60557-budget-options.pdf
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• Eliminate grandfathered status for off-campus HOPDs, i.e., reimburse as 
freestanding physician clinic

• Cost savings nearly 10x greater than drug administration – impact on hospital 
operations?

• Relocate services to main campus? 

Grandfathered Status ($31.2B over 10 years)

https://www.hfma.org/wp-content/uploads/2025/01/senate-finance-committee_budget-cuts-menu.pdf

https://www.hfma.org/wp-content/uploads/2025/01/senate-finance-committee_budget-cuts-menu.pdf
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• Methodology

• Assume site with highest volume of service is appropriate location of care 

• If HCPCS volume highest in freestanding physician clinic, align OPPS/ASC rates with MPFS rates (57 of 169 APCs)

• If volume highest in ASCs, align OPPS rate with ASC rate (~40% reduction); MPFS rate would not change (9 APCs)

• If volume highest in HOPD, no change (103 APCs)*

• For 66 “re-priced” APCs, modify HOPD payment if furnished as part of emergency or trauma care

• MedPAC assumed change would be implemented in budget neutral manner, i.e., rates for 
other hospital outpatient services would increase

• Emphasized any change must protect patient access to care and hospitals’ ability to maintain emergency care 
and standby capacity

MedPAC June 2023 Proposal ($180.6B over 10 years)

https://www.medpac.gov/wp-content/uploads/2023/06/Jun23_Ch8_MedPAC_Report_To_Congress_SEC.pdf

https://www.medpac.gov/wp-content/uploads/2023/06/Jun23_Ch8_MedPAC_Report_To_Congress_SEC.pdf
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https://www.medpac.gov/wp-content/uploads/2023/06/Jun23_MedPAC_Report_To_Congress_SEC.pdf

CPT 62323:  OPPS vs. MPFS 

https://www.medpac.gov/wp-content/uploads/2023/06/Jun23_MedPAC_Report_To_Congress_SEC.pdf
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• List of services for which Medicare coverage limited to inpatient hospital setting

• Intended to ensure that complex/high-risk procedures performed in setting with necessary 
medical resources and support

• First Trump administration proposed, implemented, and then reversed elimination 
of IOL

• Initial implementation removed 298 services from IOL

• Reversed due to patient safety concerns

Inpatient Only List (IOL) ($10B over 10 years) 

https://www.hfma.org/wp-content/uploads/2025/01/senate-finance-committee_budget-cuts-menu.pdf

https://www.hfma.org/wp-content/uploads/2025/01/senate-finance-committee_budget-cuts-menu.pdf
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• CPL includes those procedures not expected to pose significant risk to patient safety 
and not expected to require care for more than 24 hours after admission

• Tracks closely with IPL changes

• Following removal of services from IPL, 267 surgical services added to ASC CPL in 2021

• All but 6 removed following changes to IPL in 2022

Expansion of ASC Covered Procedures List (CPL)
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• Similar patients admitted to different PAC settings with different payment rates

• Different quality measures and patient assessments make comparing patients across 
settings difficult

• Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014 required 
CMS to evaluate unified payment system

• Recent changes to SNF and HHA PPS have lessened the need for a unified system

Unified Payment Rate for Post-Acute Care
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https://oig.hhs.gov/documents/audit/10151/A-05-21-00018.pdf

Reimburse CAH Swing Beds at SNF Rates 

OIG: “We recommend that CMS seek a legislative change 
that will allow it to reimburse CAHs at rates that align 
with those paid to alternative facilities when it 
determines that similar care is available at alternative 
facilities.”

CMS:  “[T]he reduction in payments to CAHs would likely 
jeopardize the viability of rural hospitals and access to 
care in other underserved areas.”

https://oig.hhs.gov/documents/audit/10151/A-05-21-00018.pdf
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• CAH swing bed admissions significantly shorter than SNF admissions

• Fewer CAH swing bed patients readmitted to inpatient care

• More CAH swing bed patients discharged to home

• SNF patients often have separate HOPD charges while at facility

• Because operating costs no longer would be spread across swing bed admissions 
reimbursement for hospital inpatient & outpatient services would increase 

Total Cost Per Episode of Care, Not Daily Rate
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• Low Volume Hospitals (enhanced program set to expire on March 31, 2025)

• Medicare Dependent Hospitals (entire program set to expire March 31, 2025)

• Sole Community Hospitals 

• Rural Emergency Hospitals

Provider Designations
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• Researchers used AHRQ’s Synthetic Healthcare Database for Research (SyH-DR) to 
estimate impact of commercial and employer-sponsored plans adopting MedPAC site 
neutrality recommendations 

• 2022 savings in employer market:  $58.2B

• 10-year premium reduction: 5.0 to 5.35%

• 10-year total increase in federal tax revenue:  $139.7B  

• State and federal legislative proposals to prevent hospitals from charging “add-on” fees

• Changes in negotiating position following Medicare site neutral payment reform

Commercial and Employer-Sponsored Plans

Parente ST. Impact of Site-Neutral Payments for Commercial and Employer-Sponsored Plans. Inquiry. 2024 Jan-Dec;61:469580241275758. doi: 10.1177/00469580241275758. PMID: 39188172; PMCID: PMC11348360

https://pubmed.ncbi.nlm.nih.gov/39188172/

https://pubmed.ncbi.nlm.nih.gov/39188172/
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5. Now What? 
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• Calculate potential losses from site neutral proposals by department and impact on 
operating margin

• Drug administration, imaging, grandfathering, MedPAC, swing beds

• Traditional Medicare + commercial contracts with site-of-service differentials

• Identify options for responding to lost revenues by department

• Assess ability to cover losses with revenue from other departments (i.e., rob from Peter to pay Paul)

• Explore expense reduction strategies that do not impact access to quality care (e.g., non-clinical RIFs, salaries 
and benefits, scaling back capital investments)

• Evaluate service reduction/relocation options, including impact on access to quality care

• Investigate opportunities for commercial payer rate/volume increases, value-based contracting 

• Consider impact on physician contract renewals

• Consider affiliation options

Know Your Numbers, Identify Your Options 
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There’s no such thing as an average hospital…

Tell Your Story to Your Elected Officials and Your Community 

https://www.kaufmanhall.com/sites/default/files/2025-02/KH-NHFR_Report-December-2024-Metrics.pdf https://www.kff.org/health-costs/issue-brief/hospital-margins-rebounded-in-2023-but-rural-hospitals-and-those-with-high-medicaid-

shares-were-struggling-more-than-others/

https://www.kaufmanhall.com/sites/default/files/2025-02/KH-NHFR_Report-December-2024-Metrics.pdf
https://www.kff.org/health-costs/issue-brief/hospital-margins-rebounded-in-2023-but-rural-hospitals-and-those-with-high-medicaid-shares-were-struggling-more-than-others/
https://www.kff.org/health-costs/issue-brief/hospital-margins-rebounded-in-2023-but-rural-hospitals-and-those-with-high-medicaid-shares-were-struggling-more-than-others/
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https://www.whitehouse.gov/fact-sheets/2025/02/fact-sheet-president-donald-j-trump-announces-actions-to-make-healthcare-prices-transparent/

https://www.whitehouse.gov/fact-sheets/2025/02/fact-sheet-president-donald-j-trump-announces-actions-to-make-healthcare-prices-transparent/
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2023 PPS Hospital Median and Average Margins  
 

PYA analysis of all PPS hospital 2023 cost report data 
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2023 PPS Hospital Operating Margin – Quartiles By Ownership

PYA analysis of all PPS hospital 2023 cost report data 
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2023 PPS Hospital Total Margin – Quartiles By Ownership

PYA analysis of all PPS hospital 2023 cost report data 
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March 27 (Thursday): Washington Update (?)

Please leave a comment regarding topics for future HCRR webinars!

Our Next Healthcare Regulatory Roundup Webinar
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PYA’s subject matter experts discuss the latest industry developments in our popular 
Healthcare Regulatory Roundup webinar series twice each month. 

For on-demand recordings of this and all previous HCRR webinars, and information 
on upcoming topics and dates, please follow the link below.

Thank you for attending! 

https://www.pyapc.com/healthcare-regulatory-roundup-webinars/

https://www.pyapc.com/healthcare-regulatory-roundup-webinars/

https://www.pyapc.com/healthcare-regulatory-roundup-webinars/
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A national healthcare advisory services firm 

providing consulting, audit, and tax services 
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